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Board of Directors
Wadkerville Area Fire and Rescue Department
Wakerville, M1l 49459

Independent Auditor's Report

We have audited the accompanying financia statements of each major fund and the
aggregate remaining fund information of Walkerville Area Fire and Rescue Department as
of and for the year ended February 29, 2008, which collectively comprise the Department's
basic financial statements required by accounting principles generally accepted in the
United States of America. These financia statements are the responsibility of the
Department's management.  Our responsibility is to express opinions on these financia
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financia statements are free from material
misstatement. An audit includes examining on a test basis, evidence supporting the amounts
and disclosures in the financia statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overal financial statement presentation. We believe that our audit provides a reasonable
basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all materia
respects, the financial position of the Walkerville Fire and Rescue Department as of
February 29, 2008 and the results of its operations for the year then ended in conformity
with accounting principles generaly accepted in the United States of America

The management's discussion and analysis and budgetary comparison information on pages
2 through 4 and 15, are not a required part of the basic financid statements, but are
supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted
principdly of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

W + Jite

Hendon & Slate, PC
Certified Public Accountants
Fremont Office

August 8, 2008
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WALKERVILLE AREA FIRE AND RESCUE DEPARTMENT

Management's Discussion and Analysis
For the Year Ended February 29, 2008

ainiglAapodl dledard of a series of financia statements. The Governmental Wide Statement of Net
Assets and the Government Wide Statement of Activities provide information about the activities of the
Department as a whole and present a longer-term view of the Department's finances. Fund financial
statements tell how these services were financed in the short-term, as well as what remains for future
spending. Fund financia statements also report the Departments's operations in more detail than the
government-wide financial statements.

The Department as a Whale

The Department's combined net assets increased primarily due to additions to the Department's fire
equipment and decrease in debt outstanding. Cash balances were down due to a decrease in the net reveunes
over expenditures for the year.

The Department worked on controlling spending during 2007-2008 to better the financia position of the
Department. Capital improvements were not all completed as originaly planned, which helped reduce
expenditures for the year. In condensed format, the table below shows key financid information:

Governmenta
Activities
2008 2007

Current Assets $ 233238 $ 287,786
Noncurrent Assets 656,115 674749
Total Assets 889,353 962,535
Long-Term Debt Outstanding 383,000 414,000
Other Liahilities 8 68333
Total Liabilities 383,893 482,333
Net Assets

Invested in Capital Assets-Net of Debt 273,115 260,749
Unrestricted 232,345 219,453
Tota Net Assets $ 505,460 $ 480,202

Unrestricted net assets - the part of net assets that can be used to finance day to day operating, increased by
$12,892 for the governmenta activities. This represents a increase of approximately 5.87%.

Governmental
Activities
2008 2007
Program Revenues
Charges for Services $ 215751 $ 204,561
Genera Revenues
Miscellaneous 10,107 56,804
Tota Revenues $ 225858 $ 261,365



Management's Discussion and Analysis (continued)

Program Expenses

Public Safety $ 105478 $ 111,577
Debt Service 18,115 15,801
Capital Outlay 10,760 4,343
Depreciation 66,247 56,440
Tota Expenses 200,600 188,161
Change in Net Assets $ 25258 $ 73204

Governmental Activities

The total governmental revenues decreased by $35,507 primarily due to a decrease in grants of $30,000 and
donations of $11,627.

The total governmental expenditures remained relatively constant, except for a $9,807 increase in
depreciation due to additional assets purchased and completion of a truck during the year.

Business Type Activities
The Department had no business type activities.

The Departmentss Fund

Our analysis of the Departments's mgjor funds follows the entity wide financia statements. The fund
financia statements provide detail information about the most significant funds, not the Department as a
whole. The Department's only major fund for 2007/2008 was the General Fund.

The General Fund pays for al of the Departmentss governmental services. As the Departments objective is
public safety through fire protection and rescue, the magority of all expenditures are public safety. The
largest expenditures within public safety are payroll and related expenses and repairs and maintenance at
34% and 24% of public sagety expenditures.

The local units of government collect the property taxes which are remitted to the Department for
fire protection. An additional millage is also collected specificaly for apparatus and equipment.
This account is tracked separately within the genera fund with the use of a separate cash account
to ensure appropriate use of these restricted funds.

General Fund Budgetary Highlights

The Department adopts its budget by line item and amends its budget during the year by decreasing one line
item and increasing another. The most signifiant changes were to increase audit and repair and maintenance
by approximately $4,200 each while reducing capital outlay by $4,500 and other expenditures by lesser
amounts.

Capital Asset and Debt Administration

At the end of both 2007 and 2008 fiscal years, the Department had approximately $1 million invested in
capital assets, consisting mostly of vehicles. These vehicles are being depreciated over a 15 year estimated
useful life.



Management's Discussion and Analysis (Continued)

During 2008, the Department completed renovating a 1990 Ford Truck and placed it into service.
The totd cost of the truck with improvements was $51,698. Also, the Department built an
addition to the fire barn along with a heating unit for the addition for a total of $13,171 of
leasehold improvements. These improvements were necessary to house the Fire Safety Trailer.

During the year the Department received a FEMA grant for assistance with the cost of a Fire
Saftey Trailer. The grant and the related trailer will be reported in 2009 fiscal year end.

The Department has committed to funding a loca share of an air compressor system during the
20009 fiscal year end.

Economic Factors and Next Year's Budgets and Rates

The Department’s budget for 2008-2009 shows a similar revenue due to contracts it has with its townships.
The Department's options for increased revenue are very limited. In the August, 2008 election, the
Department's operating millage is up for rewnewal. If the millage is not renewed, this could effect the
operations of the Department.

Expenses in the 2008-2009 budget show and increase in salaries by 34%, but show a decrease in equipment
purchases by 22%. The fire trucks that were purchased and equiped over the past severa years are now in
service. There are no expectations for large puchases during the next year.

Contacting the Department's M anagement

This financia report is intended to provide our citizens, taxpayers, customers and investors with a genera
overview of the Department’s finances and to show the Department’s accountability for the money it
receives. If you have questions about this report or need additional information, we welcome you to contact
the Department's office.



WALKERVILLE AREA FIRE AND RESCUE DEPARTMENT

Governmental Fund Balance Sheet/Statement of Net Assets
February 29, 2008

Statement
Generd of
Fund Adjustments? Net Assets
ASSETS
Cash and Equivalents $ 209808 $ - $ 209,808
Accounts Receivable 17,973 - 17,973
Prepaid Insurance - 5,457 5,457
Capita Assets, net of accumulated depreciation - 656,115 656,115
Total Assets $ 227,781 661,572 889,353
LIABILITIES
Current Liabilities
Accounts Payable $ 893 $ - $ 893
Long-Term Liabilities.
Duein One Year - 32,850 32,850
Due after One Year - 350,150 350,150
Totd Liabilities 893 383,000 383,893
FUND BALANCE/NET ASSETS
Fund Balances:
Unreserved 226,888 (226,888) -
Total Liabilities and Fund Balance $ 227,781
Net Assets:
Invested in Capital Assets
Net of Related Debt 273,115 273,115
Unrestricted 232,345 232,345
Tota Net Assets $ 505,460 $ 505,460

3Notes to the Financia Statements provide the details for main components of the adjustments.

The Notes to the Financial Statements are an integral part of this statement.
5



WALKERVILLE AREA FIRE AND RESCUE DEPARTMENT

Statement of Governmental Revenue, Expenditures and
Changes in Fund Balance/Statement of Activities
For the Year Ended February 29, 2008

Statement
Generd of
Fund Adjustments@ Activities
Revenues
Contributions From Loca Units $ 197,778 $ - $ 197,778
Charges for Services - Rescue 17,973 - 17,973
Other Revenue 10,107 - 10,107
Tota Revenues 225,858 - 225,858
Expenditures
Public Safety 118,988 (13,510) 105,478
Debt Service 49,115 (31,000) 18,115
Capita Outlay 45,202 (34,442) 10,760
Depreciation - 66,247 66,247
Total Expenditures 213,305 (12,705) 200,600
Excess Revenues Over (Under) Expenditures 12,553 12,705 25,258
Fund Balance/Net Assets - Beginning of Year 214,335 265,867 480,202
Fund Baance/Net Assets - End of Year $ 226,838 $ 278572 $ 505,460

Notes to the Financial Statements provide the details for main components of the adjustments.

The Notes to the Financia Statements are an integral part of this statement.
4



WALKERVILLE AREA FIRE AND RESCUE DEPARTMENT

Notes to the Financia Statements
February 29, 2008

NOTE A SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Walkerville Area Fire and Rescue Department conform to

accounting principles generally accepted in the United States of America (GAAP) as

applicable to governmenta units. The following is a summary of the significant

accounting policies used by the Walkerville Area Fire and Rescue Department.

A. Reporting Entity
The entity is organized as a Fire Department whose purpose is to provide fire
protection for the Village of Walkerville and the Townships of Elbridge, Colfax,
Beaver, Troy, and Leavitt. The Fire Department is governed by a Board whose
membership is comprised of representation from the participating governmental
units. Each unit involved contributes an amount based on its State Equalized
Valuation.

B. Government-Wide and Fund Financiad Statements

The government-wide financial statements (i.e., the statement of net assets and the
statement of changes in net assets) report information on al of the nonfiduciary
activities of the primary government and its component units. For the most part,
the effect of interfund activity has been removed from these statements.
Governmental activities, normally supported by taxes and intergovernmental
revenues, are reported separately from business-type activities which rely to a
significant extent on fees and charges for support. Likewise, the primary
government is reported separately from certain legaly separate component units
for which the primary government is financialy accountable.

The statement of activities demonstrates the degree to which the direct expenses of
a given function or segment are offset by program revenues. Direct expenses are
those that are clearly identifiable with a specific function or segment. Program
revenues include: (1) charges to customers or gpplicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function or
segment; and (2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead as
genera revenue.

Separate financia statements are provided for governmental funds, proprietary
funds and fiduciary funds, even though the latter are excluded from the
government-wide financial statements. Magjor individual governmental funds and
major individua enterprise funds are reported as separate columns in the fund
financia statements.



Notes to the Financia Statements (Continued)
C. Measurement Focus, Basis of Accounting and Financia Statement Presentation

The government-wide financial statements are reported using the economic
resources measurement focus and the accrua basis of accounting, as are the
proprietary fund and fiduciary fund financial statements. Revenue is recorded
when earned and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows. Property taxes are recognized as revenue in the
year for which they are levied. Grants and similar items are recognized as revenue
as soon as al digibility requirements imposed by the provider have been met.

Governmenta fund financial statements are reported using the current financia
resources measurement focus and the modified accrual basis of accounting.
Revenue is recognized as soon as it is both measurable and available. Revenue is
considered to be available if it is collected within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenues to be available if they are collected within 60 days
of the end of the current fiscal period. Expenditures generaly are recorded when a
liability is incurred, as under accrual accounting. However, debt service
expenditures, expenditures relating to compensated absences, and claims and
judgments are recorded only when payment is due.

Revenues are recognized in the accounting period in which they become
susceptible to accrua - that is, when they become both measurable and available
to finance expenditures of the fiscal period. Revenues that are both measurable
and available are recorded when earned. All other revenue items are considered to
be available only when cash is recelved by the Department.

The Department reports the following magjor governmental funds:

The General Fund is the Department's primary operating fund. It accounts for
al financia resources of the generd government, except those required to be
accounted for in another fund.

Private-sector standards of accounting issued prior to December 1, 1989, are
generdly followed in the government-wide financia statements to the extent that
those standards do not conflict with the standards of the Governmental Accounting
Standards Board.

As a genera rule, the effect of interfund activity has been eliminated from the
government-wide financid statements, however, there is only one fund reported.

D. Assas, Lidbilities, and Net Assets or Equity

Bank Deposits and Investments - Cash and cash equivaents are considered to be
cash on hand, demand deposits, and short-term investments with a maturity of
three months or less when acquired. Investments are stated at fair value.

Receivables & Payables - All trade and property tax receivables are shown as net
of alowance for uncollectible amounts. Property taxes are levied on each
December 1st on the taxable vauation of property as of the preceding December
31, Taxes are considered delinquent on March 1<t of the following year, at
which time penalties and interest are assessed.



Notes to the Financia Statement (Continued)

NOTE B

NOTE C

Inventories & Prepaid Items - Inventories are valued at cost, on a firgt-in, first-out
basis. Inventories are recorded as expenditures when consumed rather than when
purchased. Certain payments to vendors reflect costs applicable to future fisca
years and are recorded as prepaid items in both government-wide and fund
financid statements.

Capital Assets - Capita assets, which include property, plant, equipment,
infrastructure assets (e.g., roads, bridges, sidewaks, and similar items) are
reported in the applicable governmental or business-type activities column in the
government-wide financial statements. Capital assets are defined by the
government as assets with an estimated useful life in excess of one year. Such
assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated cepital assets are recorded at estimated fair market value at
the date of donation. Donated assets totaling $-0- were received as of February
29, 2008.

Property, plant, and equipment is depreciated using the straight-line method over
the following useful lives:

Buildings & Improvements 15 - 50 years
Vehicles 10- 15 years
Office Equipment 3-10Tears
Fire Equipment 5-20years

Edtimates - Management uses estimates and assumptions in preparing financial
statements.  Those estimates and assumptions affect the reported amounts of assets
and liabilities, the disclosures of contingent assets and liabilities, and the reported
revenues and expenditures/expenses.  Actua results could differ from those
estimates.

RISK MANAGEMENT

The Department is exposed to various risks of loss related to torts; theft of, damage to
and destruction of assets and omissions; and natural disasters for which the
Department carries commercia insurance. Management believes such coverage is
sufficient to preclude any significant uninsured losses to the Department. Settled
claims have not exceeded this commercial coverage in any of the past three fisca
years. Liabilities in excess of insurance coverage, if any, are reported when it is
probable that a loss has occurred and the amount of the loss can be reasonably
estimated.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

The Generd Fund is under formal budgetary control. The budget shown in the
financial statements for this fund was prepared on a basis not significantly different
from the modified accrual basis used to reflect actua results and consists only of those
amounts contained in the formal budget approved and amended by the Board.

P.A. 621 of 1978, Section 18(1), as amended, provides that a local unit shall not incur
expenditures in excess of the amount appropriated. During the year ended February
29, 2008 the Department did incur over expenditures in the following accounts:



Notes to the Financia Statement (Continued)

NOTE D

2008 Budget Actua Variance
Genera Fund
Public Safety
Utilities $ 6,650 $ 7,223 $ (573)
Contingency/Miscellaneous 500 1,113 (613)
Capita Outlay 39,548 45,202 (5,654)

In the body of the financid statements, the Department's actual expenditures and
budgeted expenditures for the budgetary fund has been shown on a functiond basis.
The approved budgets for this budgetary fund were adopted at the line item level.

DEPOSITS AND INVESTMENTS

Lega Provisions for Deposits and Investments - The Investment of Surplus Funds of
Political Subdivisions Act No. 20, Public Acts of 1943, as amended through
December 31, 1997, state the Township, by resolution may authorize the Treasurer to
invest surplus finds in one or more of the following:

a

Bonds, securities, and other obligations of the United States or an agency or
instrumentality of the United States.

Certificates of deposit, savings accounts, deposit accounts, or depository
receipts of a financia institution, but only if the financid ingtitution complies
with subsection (2).

Commercia paper rated at the time of purchase within the two highest
classifications established by not less than two standard rating services and
that matures not more than 270 days after the date of purchase.

Repurchase agreements consisting of instruments listed in subdivision (a).
Bankers acceptances of the United States banks.

Obligations of this state or any of its political subdivisions that at the time of
purchase are rated as investment grade by not less than one standard rating
sarvice.

Mutua funds registered under the investment company act of 1940, title | of
chapter 686, 54 Stat. 789, 15 U.S.C. 80a-1 to 801-3 and 80a-64, with the
authority to purchase only investment vehicles that are lega for direct
investment by a public corporation.

However, a mutual fund is not disqualified as a permissible investment solely
by reason of any of the following:

1 The purchase of securities on a when-issued or delayed delivery
basis.

2. The ability to lend portfolio securities as long as the mutud fund
receives collateral al times equd to at least 100% of the securities
loaned.

3. The limited ability to borrow and pledge a like portion of the
portfolio's assets for temporary or emergency purposes.
Obligations described in subdivisions (&) through (g) if purchased through an
interlocd agreement under the Urban Cooperations Act of 1967, 1967 (Es

Sess) PA7 MCL 124.501 to 124.512.
Investment pools organized under the surplus Funds investment Pool Act,
1982 PA 367, 129.111 to 129.118.

10



Notes to the Financia Statement (Continued)

NOTE E

j.  The investment pools organized under the Local government Investment Pool

Act, 1985 PA 121, MCL 129.141 to 129.150.

Types of Deposits and Investments - The Fire Department maintains al of its surplus
cash in alocal bank in the form of time deposits. All of which is in accordance with

statutory requirements.  The Department holds the following deposits:

Carrying Market

Amount Vaue
Checking $ 731 $ 9,950
Savings 169,933 170,633
Apparatus Checking 39,144 39,144
Total Deposits $ 209,308 $ 219,727
FDIC Insured $ 149,094
Uninsured $ 70633

The district believes that due to the dollar amounts of cash deposits and the limits of
FDIC insurance, it is impracticd to insure al bank deposits. As aresult, the district
evaluates each financid indtitution with which it deposits district funds and assesses
the levd of risk of each ingtitution; only those ingtitutions with an acceptable

estimated risk level are used as depositories.
CHANGES IN LONG-TERM DEBT

Fire Truck Loan #1

Note payable to USDA in the amount of $225,000
for the purchase of afire truck. The noteis due

in annua principa payments of $11,000 to $20,000
and semiannual interest payments @ 4.75%
through 2016.

Fire Truck Loan #2

Note payable to USDA in the amount of $265,000
for the purchase of afire truck. The noteisduein
annual principal payments of $17,000 to $27,125
and semiannua interest payments @ 4.125%
through 2017.

Tota Notes Payable

11

Outstanding Due
Principal Within
2/29/2008 One Year
$ 153,000 $ 14,000
230,000 18,850
$ 383,000 $ 32850




Notes to the Financia Statement (Continued)

The annual requirements to amortize long-term debt outstanding as of February 29,

2008, including interest are as follows:

Year
Ended USDA LOANS
February 28 Principal [nterest
2009 32,850 16,053
2010 34,775 14,565
2011 35,700 12,992
2012 37,625 11,380
2013 39,550 9,682
2014 - 2018 202,500 20,078
Tota $ 383,000 $ 84,750
Changes in long-term debt for the year ended February 29, 2008:
Fire Truck Fire Truck
Loan #1 Loan #2 Totd
Debt Outstanding - 3/1/07 $ 166,000 $ 248,000 $ 414,000
Debt Added During the Year - - -
Debt Retired During the Year (13,000) (18,000) (31,000)
Debt Outstanding - 2/29/08 $ 153,000 $ 230,000 $ 383,000

Interest expense for the year ended February 29, 2008 $18,115

NOTE F CAPITAL ASSETS

A summary of changes in general fixed assets for governmenta activities is as

Balance Baance
3/1/2007 Additions Deductions 2/28/2008
Capital Assets:
Vehicles $ 942,240 $ 34442 $ - $ 976,682
Fire Equipment 47,543 - - 47543
Office Equipment 17,000 - - 17,000
Leaschold Imp. - 13,171 - 13,171
Totd 1,006,783 47,613 - 1,054,396
Accumulated Depreciation (332,034) (66,247) - (398,281)
Net Book Vaue $ 674,749 $ (18,634) $ - $ 656,115
Depreciation Expense
Public Safety $ 66,247

Included in the balance for vehicles is $37,306 in assets that were not completed or
depreciated as of 2/28/07. These assets were completed during the 07/08 fiscal year

and are now being depreciated.
NOTEG  RELATED PARTY TRANSACTIONS

During the year ended February 29, 2008, the Department paid $317 for snowplow
services provided by a member of the board of directors. The Department also paid
$3,930 for services provided by a business that is owned by the department's

administrator.

12



Notes to the Financia Statement (Continued)

NOTEH

RECONCILIATION OF FUND FINANCIAL STATEMENTS TO GOVERNMENT-
WIDE FINANCIAL STATEMENTS

Tota fund baance and net change in fund baance of the Department's governmental
fund differs from net assets and statement of the governmental activities reported in
the statement of net assets and statement of activities. This difference primarily
results from the long-term economic focus of the statement of net assets and statement
of activities versus the current financial resources focus of the governmental fund
balance sheet and statement of revenue, expenditures, and change in fund balance.
The following are reconciliation of fund baance to net assets and the net change in
fund baance to the net change in net assets:

Total Fund Balance - Modified Accrual Basis $ 226,888
Amounts reported in the statement of net assets are
different because:
Prepaid insurance reflects amounts that will be
paid for in a future period 5,457
Capital Assets are not financid resources, and are not
reported in the funds 656,115
Long-term liabilities are not due and payable in the
current period and are not reported in the funds (383,000)
Net Assets of General Fund - Full Accrual Basis $ 505,460
Net Change in Fund Balances - Modified Accrual Basis $ 12553

Amounts reported in the statement of activities are different
because:

Capita outlays are reported as expenditures in the statement
of revenue, expenditures, and changes in fund balance; in
the statement of activities, these costs are alocated over
their estimated useful lives as depreciation:

Capitd Outlay 47,613
Depreciation (66,247)
Prepaid insurance reflect amounts that will be paid
in a future period:
Current Year Prepaid Insurance 5,457
Prior Year Prepaid Insurance (5118) 339

Repayments of loan principa are reported as an expenditure
in the fund statements, but not in the statement of
activities (where it reduces long-term debt) 31,000

Change in Net Assets of General Fund - Full Accrual Basis $ 25258

13
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August 8, 2008

Board of Directors
Wakerville Area Fire & Rescue Department
Wakerville, Ml

Dear Board Members:;

In planning and performing our audit of the financia statements of Walkerville
Area Fire & Rescue Department as of and for the year ended February 29, 2008,
In accordance with auditing standards generally accepted in the United States of
America, we considered Walkerville Fire & Rescue Department’s interna control
over financia reporting (interna control) as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the financia statements,
but not for the purpose of expressing an opinion on the effectiveness of the
Department’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Department’s interna control.

A control deficiency exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their
assigned functions, to prevent or detect misstatements on atimely basis. A
significant deficiency is a control deficiency, or a combination of control
deficiencies, that adversely affect the organization’s ability to initiate, authorize,
record, process, or report financial data reliably in accordance with the generally
accepted accounting principles such that there is more than a remote likelihood
that a misstatement of the organization’s financial statements that is more than
inconsequential will not be prevented or detected by the entity’s interna control.

A materid weakness is a significant deficiency, or a combination of significant
deficiencies, that results in more than a remote likelihood that a materia
misstatement of the financia statements will not be prevented or detected by the
entity’s interna control. We believe that the following deficiencies constitute
materia weaknesses.

Our consideration of internal control was for the limited purpose described in the
first paragraph and would not necessarily identify al deficiencies in interna
control that might be significant deficiencies or material wesknesses. We did not
identify any deficiencies in interna control that we consider to be material
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weaknesses, as defined above. However, we identified the following deficiencies
in interna control that we consider to be significant deficiencies.

Control Over Payrall

For the second year, payroll taxes are due by the 15™ of the month

following the disbursement of payroll checks. The taxes due on the
payroll for the fourth quarter were paid late. This will result in pendties

and interest being assessed by the Internal Revenue Service. There were
also severd notices from the IRS regarding taxes, pendties & interest
from prior years. However, it appears that the most recent of the issues for
which an IRS notice was received was due to the use of an incorrect

federa identification number on the Form 941. We have assisted in
addressing some of these letters with the IRS and believe that the issue
will be corrected shortly. Using QuickBooks as atool will help make the
payroll process smoother.

Control Over Financia Statement Preparation
Management of Walkerville Area Fire and Rescue Department lacks the

training to prepare financial statements in accordance with accounting
principles generally accepted in the United States of America

Control Over Computer Access
The Department does not require passwords on computers to be changed

on aregular basis. To protect the access to the computer system and all
Departmental data, a password expiration policy should be put into place.

This communication is intended solely for the information and use of
management, and the board of director’'s of Walkerville Fire & Rescue
Department and others within the department , and is not intended to be and
should not be used by anyone other than these specified parties.

Thank you for the courtesy extended to us during the audit. We look forward to a
continued relationship with Walkerville Area Fire & Rescue Department . If you
have any questions regarding the audit report, this letter or any other
communications, please do not hesitate to cal.

Respectfully submitted,

Mlendpns + Jluts

Hendon & Sate, P.C.
Certified Public Accountants
Fremont Office

Augugt 8, 2008
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August 8, 2008

To the Board Members
Wakerville Area Fire and Rescue Department
Wakerville, Michigan

We have audited the financial statements of the governmental activities of
Walkerville Area Fire and Rescue Department for the year ended February 29,
2008, and have issued our report thereon dated August 8, 2008. Professional
standards require that we provide you with the following information related to
our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated April 14, 2008, our responsibility, as
described by professional standards, is to express opinions about whether the
financial statements prepared by management with your oversight are fairly
presented, in all material respects, in conformity with U.S. generally accepted
accounting principles. Our audit of the financial statements does not relieve you
or management of your responsibilities.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously
communicated to you in our meeting about planning matters on April 14, 2008.

Significant Audit Findings
Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting
policies. The significant accounting policies used by the Walkerville Area Fire
and Rescue Department are described in Note A to the financia statements. No
new accounting policies were adopted and the application of existing policies was
not changed during 2008. We noted no transactions entered into by the
governmental unit during the year for which there is a lack of authoritative
guidance or consensus. There are no significant transactions that have been
recognized in the financial statements in a different period than when the
transaction occurred.

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management’s knowledge and experience about
past and current events and assumptions about future events. Certain accounting
estimates are particularly sensitive because of their significance to the financial
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statements and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive estimate(s) affecting the financia
statements was (were):

Management’s estimate of depreciation on fixed assets is based on the straight -line
method of depreciation over the useful lives of the related asset.

We evaluated the key factors and assumptions used to develop the vaue of these items
in determining that it is reasonable in relation to the financial statements taken as a
whole.

The disclosures in the financial statements are neutral, consistent, and clear. Certain financia
statement disclosures are particularly sensitive because of their significance to financial
statement users. The most sensitive disclosure affecting the financial statements was:

The disclosure of Related Party Transactions in Note G to the financial statements
which identifies that contracted services were provided by board members and
businesses owned by board members.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Corrected and Uncorrected Misstate ment

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are trivial, and communicate them to the appropriate level
of management. Management has corrected all such misstatements. In addition, none of the
misstatements detected as a result of audit procedures and corrected by management were
meaterid, either individualy or in the aggregate, to the financia statements taken as a whole.

Disagreements with Management

For purposes of this letter, professiona standards define a disagreement with management as a
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction,

that could be significant to the financial statements or the auditor’s report. We are pleased to
report that no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the
management representat ion letter dated August 8, 2008.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the governmenta unit’s financial
statements or a determination of the type of auditor’s opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues

We generdly discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the governmental unit’s
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auditors. In addition to these discussions, we also reviewed the Department’s accounting
procedures and offer the following comments and recommendations:

Budgeting
One area that the Department needs improvement on is in budgeting. Section 18 of the Uniform

Budget Act States that expenditures shall not be made in excess of the amount authorized in the
budget. During the year, there were several over-expenditures in the budget as listed in the
Notes to the Financid Statement. The board is alowed to amend the budget, but must do so as
soon as a deviation is apparent.  The amendment on March 8, 2008 falls after the fisca year end.
Expenditures for new equipment were the cause of the some of the over-expenditures.

With the conversion to GASB-34, it is more important than ever that the budget is presented as
recommended by the Michigan Department of Treasury Uniform Budget Manua. The minimum
requirements for a budget as listed in Section 15 of the Uniform Budget Act are as follows:

Expenditures and revenues for the current year

Estimated expenditures and revenues for the current year

Beginning and ending fund baances for the current year

Actua expenditures and revenues for the next year

Estimated expenditures and revenues for the next year

Beginning and ending fund balances for the next year

An estimate of the amounts needed for deficiency, contingent or emergency
purposes

[SREVCRORORORNRN

The budget for the current year did not include beginning or ending fund balances, or actud
revenues for the current year. In the future, we recommend that the budget include these items.

Miscellaneous Items
Other matters that were noted in the correspondence with the Department and should be
addressed include:

@ Segregation of duties after the resignation of the Treasurer
@ Evaluations of employees on at least an annud basis

@ A forma code of conduct policy should be put into place
@ A disaster recovery plan needs to be discussed and set up

This information is intended solely for the use of the board members and management of the
Wakerville Area Fire and Rescue Department and is not intended to be and should not be used
by anyone other than these specified parties.

Very truly yours,

oy Bt

Hendon & Slate, P.C
Certified Public Accountants
Fremont Office
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